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BULLETIN  OF 
THE  BUREAU  OF  BUSINESS  RESEARCH 

No.  1 


The  Specific  Figures  on  the  Retailing  of  Shoes 
Begin  on  Page  8 

The  Bureau  of  Business  Research  of  the  Graduate 
School  of  Business  Administration  of  Harvard  Uni- 
versity was  established  at  the  initiative  of  A.  W. 
Shaw  of  Chicago  to  gather,  classify  and  describe  facts 
about  business. 

The  Bureau  represents  an  approach  to  the  scientific 
study  of  business,  which  up  to  the  present  time  has  de- 
veloped in  the  main  in  an  empirical,  rule-of-thumb 
fashion.  There  is  a  general  feeling  that  the  time  is  now 
at  hand  for  the  business-man  to  have  more  scientific 
information  to  aid  him  in  meeting  and  solving  his 
problems. 

A  university  is  peculiarly  fitted  for  this  work  of 
business  research,  since  its  standing  and  its  impartial 
and  impersonal  position  inspire  confidence.  It  gives  a 
trustworthy  guarantee  of  the  confidential  treatment 
of  individual  data  and  it  is  distinctly  non-competitive. 
It  has  the  true  spirit  of  research.  It  wants  facts.  It 
wants  to  be  sure  they  are  facts  and  it  is  willing  to  work 
for  them. 

But  one  other  institution  has  the  same  general 
fitness  for  this  work.  This  is  the  national  government, 
the  advantage  of  whose  superior  resources  and  author- 
ity might  be  said  to  be  counterbalanced  to  some  degree 
by  certain  disadvantages  commonly  associated  with 
governmental  work.  Nevertheless,  the  entrance  of 
the  national  government  into  this  field  of  work  can 
ultimately  be  expected  and  it  will  cooperate  with  those 
institutions  already  at  work,  just  as  the  Department 
of  Agriculture  has  cooperated  with  agricultural  institu- 
tions of  instruction  and  research. 
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The  Bureau  of  Business  Research  is  not  a  laboratory 
although  in  its  work  it  has  a  laboratory  point  of  view. 
It  seeks  to  get  data  in  quantity  from  the  records  of 
many  actual  businesses.  It  seeks  to  reduce  those  data 
to  a  common  basis  of  comparison,  to  classify  them  and 
to  group  them  so  as  to  bring  out,  if  existent,  conclusions 
of  more  than  individual  appUcation  and  then  to  search 
for  underlying  principles. 

In  short,  it  aims  to  be  one  of  the  agencies  for  fur- 
nishing an  organized  body  of  knowledge  about  business 
for  the  Harvard  Graduate  School  of  Business  Adminis- 
tration, and  indeed  for  other  schools  of  business  and  for 
business  in  general. 

The  analogy  sometimes  employed  between  the  work 
of  the  Agricultural  Experiment  Station  for  the  agri- 
cultural college  and  for  the  farmer,  and  the  work  of  this 
Bureau  for  the  School  of  Business  and  for  the  business- 
man, holds  fairly  closely  in  so  far  as  the  Agricultural 
Experiment  Station  works  upon  data  furnished  by 
farmers  or  experiments  upon  land  lent  by  them.  For 
similarly  the  Bureau  of  Business  Research  is  collecting 
figures  from  businesses.  It  is  at  present  engaged  in 
collecting  and  analyzing  the  costs  of  shoe  retailing. 
From  these  figures  are  prepared  data  (some  of  which 
are  hereinafter  presented)  which  will  be  of  value  to  the 
Bureau  and  of  benefit  to  the  shoe  trade. 

The  statement  as  to  the  prevalence  of  rule-of-thumb 
methods  does  not  apply  with  equal  force  to  all  branches 
of  business.  In  manufacturing  much  has  already  been 
done  in  the  direction  of  scientific  study  and  standard- 
ization. But  it  is  especially  applicable  to  that  great 
division  of  business,  market  distribution. 

One  of  the  most  pressing  problems  in  business  to-day 
is  that  of  market  distribution.  It  has  been  less  ex- 
plored, less  standardized  than  production.  There  is 
a  need  for  real  facts  about  the  different  methods  of  dis- 
tributing goods  from  the  producer  to  the  consumer  and 
the  costs  of  those  methods.  These  facts  to  date  have 
not  been  brought  together  in  any  one  place. 

Upon  distribution  accordingly  the  Bureau  began  work. 
In  spite  of  the  fact  that  this  vast  field  offered  many 
points  of  attack  it  was  decided  to  concentrate  all  efforts 


at  the  start  on  one  commodity  —  to  study  thoroughly 
all  the  methods  by  which  it  was  distributed  from 
producer  to  consumer  and  to  learn  the  respective  costs 
of  those  methods  in  different  geographic  sections,  in 
markets  of  varying  population  and  under  varying 
conditions. 

The  commodity  selected  was  shoes.  Although 
compared  with  other  commodities  such  as  drugs  and 
textiles,  it  is  simple  in  its  variety  of  product,  neverthe- 
less in  its  methods  of  distribution  it  illustrates  practi- 
cally all  the  main  channels  from  maker  to  user.  It 
passes  through  wholesaler  and  retailer,  through  dealer 
only,  and  direct  to  user  by  the  manufacturer's  own 
stores  and  by  mail.  For  its  retailing  we  find  all  the 
main  types  of  retailer,  —the  retailer  ivith  but  one  store 
and  one  commodity  —  footwear  onlj^;  the  department 
store  in  the  city  and  the  general  store  in  the  country 
with  many  commodities;  the  chain  store  —  both  manu- 
facturers' and  non-manufacturers',  local  and  inter-state, 
with  a  varying  number  of  stores  handling  footwear  only. 

The  commodity,  shoes,  is  a  staple  for  which  as  a  whole 
there  is  a  fairly  calculable  demand.  There  are  fluctua- 
tions in  demand  caused  by  season  and  style  changes 
which  are  problems  of  distribution  more  than  of  pro- 
duction. The  production  of  shoes  has  been  fairly  well 
standardized  and  is  fairly  unfluctuating.  In  other 
words,  problems  of  production  are  not  so  closely  related 
to  problems  of  distribution  in  the  distribution  of  shoes 
as  in  the  distribution  of  some  commodities,  for  example, 
food  products. 

For  these  reasons  the  Bureau  began  its  work  upon 
the  distribution  of  shoes  and  so  far  has  given  attention 
mainly  to  their  retail  distribution.  The  concrete  task 
was  to  find  out  the  operating  costs  of  a  large  number  of 
shoe  stores  and  shoe  departments,  to  group  them 
according  to  the  grade  of  goods  and  population  of  the 
community,  and  then  to  compare  them. 

In  the  summer  of  1911  agents  visited  shoe  retailers 
in  Ohio  and  Wisconsin  and  soon  learned  that  practically 
no  two  retailers  kept  their  accounts  in  the  same  way, 
and  that  many  kept  insufficient  accounts.  Some,  for 
example,  reckoned  profits  on  the  cost,  and  some  on  the 
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selling  price.  Some  charged  salary  for  their  own  time 
and  rent  for  their  own  stores,  while  others  did  not. 
Some  meant  one  thing  by  selling  expense  and  some 
meant  another.  Some  figures  of  service  were  obtained 
by  the  agents,  but  the  need  of  some  common  basis  of 
comparison,  some  common  measure,  was  clearly  seen. 

In  other  words,  a  uniform  accountiA|^fctem  was 
needed  by  the  shoe  retailers  just  as  it|^^^^pi  needed 
by  the  railroads  and  the  printers.  Withfl|^^P^  system 
of  accounts  in  use  by  shoe  retailers  dinerenies  in  items 
would  reflect  differences  in  conditions  rather  than  dif- 
ferences in  accounting.  This  Bureau  set  itself  to  work 
in  the  fall  of  1911  to  provide  such  a  system.  A  joint 
committee  composed  of  accountants  of  national  reputa- 
tion and  of  shoe  men  most  representative  in  Boston  and 
vicinity  was  secured.  As  a  result  of  their  labors  and 
counsel  and  that  of  the  Bureau,  the  Harvard  System  of 
Accounts  for  Shoe  Retailers  was  given  to  the  trade 
early  in  1912.  It  has  been  received  most  kindly  by 
associations  of  the  trade  and  by  the  retailer  individu- 
ally. Some  twelve  hundred  retailers  have  written  for 
it  and  also  nearly  two  hundred  wholesalers  and  ac- 
countants and  about  one  hundred  and  fifty  stores  have 
adopted  it  and  are  regularly  sending  to  the  Bureau  their 
own  figures  in  exchange  for  it.^  Its  adoption  by  many 
representative  stores  of  the  country,  already  with  good 
systems  of  their  own,  should  be  a  fair  test  of  its  merit 
in  practice  as  well  as  in  theory. 

More  agents  of  the  Bureau  were  out  in  the  summer 
and  fall  of  1912  in  the  East,  on  the  Pacific  Coast  and 
in  the  Central  West,  to  explain  and  introduce  the  sys- 
tem and  to  secure  figures  direct  from  the  books  of 
shoe  dealers. 

The  results  of  their  labors,  together  with  returns 
by  mail  (many  of  which  check  with  astonishing  close- 
ness to  standards  already  being  set  up  from  the  field 
agents'  figures)  have  furnished  the  Bureau  with  com- 
prehensive data  from   more   than   one   hundred  and 


•  At  the  time  of  this  second  edition  (October,  1918),  since  the  completion 
of  the  work  of  the  iive  field  agents  of  the  summer  of  1913,  there  are  over  six 
hundred  shoe  retailers  in  twenty-six  States  (and  in  two  foreign  countries  — 
Peru  and  Canada)  who  have  cooperated  with  the  Bureau  to  the  degree  of 
furnishing  specific^and  actual  figures  from  their  own  businesses. 


thirty  shoe  stores  representing  every  section  of  the 
country.      Especially  well  represented  are  the  eight 
large  cities, — New  York,  Philadelphia,  Baltimore,  Pitts- 
burgh, Cleveland,  Detroit,  Chicago,  and  Cincinnati. 
The  information  received  is  of  two  main  kinds  — 

(1)  General  —  covering  tendencies  and  policies. 

(2)  Speci^^aj^covering  figures  and  standards. 

For  examp^^^^HT  "  general  "  appears  such  informa- 
tion as  l^^ll^^^H  iji  buying  —  from  fewer  concerns, 
from  wholesai^^r  manufacturer,  increase  in  styles,  the 
use  of  stock-keeping  systems,  clearance  sales  policies, 
tendencies  in  advertising,  in  deliveries,  and  other  points 
of  a  general  nature  made  up  by  grouping  the  informa- 
tion secured  from  shoe  retailers  on  the  Bureau's  general 
schedule  for  shoe  retailers  (Publication  11). 

Under  "  specific "  comes  more  concrete,  precise 
information,  such,  for  instance,  as  the  percentages  of 
various  expense  items  to  net  sales,  the  number  of 
stock-turns,  stock-keeping  methods  and  salesman's 
averages  and  other  points. 

It  is  to  this  specific  class  of  information  that  the 
remainder  of  this  bulletin  is  devoted  in  order  to  give 
the  most  definite  idea  at  present  possible  of  the  work  of 
the  Bureau  and  of  the  results  already  secured. 

Certain  important  items  from  our  tabulations  are 
herewith  given.  These  are  the  percentages  to  net  sales 
of 

Gross  profit  (including  discounts), 

Total  operating  expense  (not  including  freight  and 
cartage  nor  interest). 

Buying  expense. 

Selling  expense. 
Salaries  and  wages  of  the  salesforce, 
Advertising, 

Deliveries, 

Rent  (not  including  heat  and  light), 

Interest  on  capital  borrowed  and  owned  (the  latter 
usually  not  charged  at  all) , 

Number  of  stock-turns. 

Salesperson's  yearly  average  of  sales. 
These  data  are  presented  in  the  form  of  range  figures, 
that  is,  the  lowest  and  highest  figures  encountered  for 
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each  item.  And  for  some  of  the  items,  furthermore, 
an  opinion  will  be  ventured  as  toward  what  figure 
each  seems  to  be  tending  at  present  as  a  standard. 

All  percentages  here  given  are  reckoned  upon  the 
selling  price  as  the  one  common  basis  of  comparison. 
That  is,  the  net  sales  (gross  sales  less  returns  made  by 
customers  and  allowances  made  to  them)  is  taken  as 
one  hundred  per  cent. 

The  items  themselves  are  to  be  understood  as  stan- 
dardized in  definition  and  scope  by  Publication  10a  of 
the  Harvard  System  of  Accounts  for  Shoe  Retailers. 
For  example:  Selling  expense,  with  its  main  divisions, 
Salaries  and  wages  of  the  salesforce  and  Advertising, 
is  made  up  as  standardized  in  those  paragraphs  of 
Publication  10a. 


Gross  Profit 

Gross  profit  so  far  encountered  ranges  from  20% 
to  42%  of  the  net  sales,  according  to  the  grade  of  goods 
and  with  almost  exactly  the  same  number  above  30% 
Gross  as  below  30%.     The  Bureau  is  inclined  to  think  that 

profit  under  present  conditions  the  typical  gross  profit  of 

shoes  retailing  at  or  under  $3.50  will  be  found  to  run 
from  23%  to  25%  and  for  those  retailing  above  that 
price  a  percentage  of  from  30  to  33  is  the  type. 

Gross   profit  as    treated  above  includes  discounts. 
(See  Publications  10  and  10a.) 


Operating  Expense 

Total  operating  expense  so  far  encountered  ranges 
from  18%,  or  possibly  a  little  less,  to  35%  of  the  net 
sales  in  going  concerns.  The  figures  as  a  whole  centre 
Operating  about  24%,  that  is,  about  as  many  are  above  as  below 
expense  ^  24%,  with  the  operating  percentages  of  medium  grade 
stores  centering  around  23  and  of  higher  grade  stores 
around  27. 

Freight  and  cartage  is  not  included  in  the  above 
operating  expense  percentages,  as  it  is  deducted  from 
the  merchandise  statement.  Nor  is  interest  included, 
which  is  deducted  from  net  profit.  (See  Publications 
10  and  10a.) 


Buying  Expense 


Buying  expense  is  an  item  kept  by  scarcely  any 
but  department  stores,  and  with  them  it  is  seldom  a 
true  buying  expense,  because  the  buyer's  salary  or 
commission  usually  includes  services  for  selhng  or  the 
directing  of  selling  and  also  for  management. 

It  is  interesting  to  note,  however,  that  we  have  found 
a  tendency  for  estimates  of  time  devoted  to  buying 
(which  includes  the  looking  over  of  stock  records  and 
of  size-up  sheets  as  well  as  the  inspection  of  samples) 
to  center  about  certain  proportions  according  to 
whether  in  a  rough  way  the  yearly  sales  are  above  or 
below  $50,000.  With  the  proprietor's  or  manager's 
salary  or  drawings  distributed  in  the  same  proportion,  a 
surprisingly  uniform  percentage  of  buying  expense  re- 
sults, no  matter  what  the  sales  or  the  expense  may  be. 

This  percentage  ranges  from  0.8  to  1.8  of  the  net 
sales.  The  Bureau  has  percentages  ranging  from 
0.3  to  3.1,  but  the  minimum  does  not  comprehend 
the  full  buying  expense  as  defined  above,  and  the 
maximum  is  for  department  stores  and  not  comparable 
for  reasons  already  noted.  The  figures  at  present 
seem  to  center  about  1.1%,  with  a  marked  concentra- 
tion of  them  between  1.0%  and  1.3%.  Some  interest- 
ing comparisons  could  be  made  with  some  department 
store  buying  expense  figures  in  their  shoe  departments. 
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The  very  mention  of  this  item  is  almost  a  sufficient 
argument  for  the  necessity  of  a  uniform  accounting  sys- 
tem —  so  many  opinions  prevail  as  to  what  consti- 
tutes selling  expense.  'Though  the  boundaries  between 
buying,  selling  and  management  are  not  clear  and 
distinct  but  shade  into  each  other,  the  main  elements 
of  each  of  these  can  be  distinguished  according  to  sound 
theory  and  practice,  and  if  those  nearer  the  line  have  to 
be  divided  somewhat  more  arbitrarily,  just  as  in  certain 
railroad  accounting  items,  it  is  vastly  better  to  do  so 
when  the  advantages  of  accurate  comparison  are 
considered. 
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Salaries  and  Wages  of  the  Sales  Force 

The  percentage  of  salaries  and  wages  of  the  sales  force, 
as  defined  in  Publication  10a,  has  been  encountered 
ranging  from  5.0  to  10.3.  Percentages  as  low  as 
4  and  as  high  as  13  have  been  eliminated  because 
of  doubt  of  their  being  genuinely  comparable  and 
because  of  insuflScient  opportunity  to  verify  their 
accuracy.  There  appears  a  marked  concentration 
of  the  figures  between  7% 
more  than  100,000  population, 
to  point  to  a  standard  of  7%. 
attain  6%  in  cities  of  this  size, 
percentages  running  between  6  and  7  but  in  the  light 
of  its  present  knowledge  6%  would  be  very  thoroughly 
investigated  before  being  accepted  as  complying  with 
the  definition  laid  down  by  Publication  10a. 
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Advertislng 

Advertising  with  its  definition  as  standardized  by 
Advertising    the   Bureau's   system   has   been   found   ranging   from 
0.0%  to  8.8%,  with  a  tendency  to  centre  about  2.0% 
with  the  greatest  concentration  between  1%  and  2%. 


Deliveries 


Deliveries 

Delivery  expense  as  established  by  Publication  10a 
has  been  found  to  date  ranging  from  practically  0.0% 
on  the  lower  priced  stores  to  1.4%  on  the  higher  priced 
stores.  The  figures  of  the  stores  making  deliv- 
eries centre  around  0.6%,  with  a  marked  concentration 
between  0.4%  and  0.6%  of  the  net  sales. 


Rent 


Rent. 

This  important  item  has  furnished  the  greatest 
variation  of  all,  namely,  from  1.8%  to  14.6%  of  the 
net  sales  in  going  concerns.  Despite  this  rather 
astonishing  range  a  distinct  tendency  is  encountered 
for  the  figures  to  centre  about  5%,  as  many  being  above 
that  percentage  as  below,  with  three-fifths  of  them 
all  falling  between  3%  and  7%.  Between  3%  and  4% 
alone,  however,  there  is  a  sufficient  concentration  of 
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percentages  to  warrant  the  suggestion  of  not  only  5% 
as  a  typical  figure,  but  3%  as  a  standard  to  be  aimed 
for.  So  that,  for  example,  a  dealer  who  found  his 
rent  percentage  7  would  know  not  only  that  5%  was 
a  more  normal  figure  but  also  that  3%  was  by  no 
means  an  unattainable  figure. 

On  rather  limited  data,  so  that  it  must  be  stated 
tentatively,  it  yet  begins  to  appear  as  if  the  rent  item 
fell  off  markedly  in  importance  in  towns  of  less  than 
100,000  population. 

It  has  been  urged  upon  the  Bureau  from  weighty 
sources  that  the  rent  and  advertising  items  should  be 
considered  together,  because  of  the  advertising  element 
involved  in  a  location  of  high  rental. 

This  seems  plausible,  and  the  Bureau  is  watching 
for  any  apparent  connection  between  the  advertising 
and  rent  expense.  As  yet  no  direct  relation  appears. 
High  rent  percentages  with  low  advertising  percentages 
have  been  encountered,  but  in  no  marked  degree  more 
than  high  rent  percentages  with  high  advertising  per- 
centages. 

Interest 

Decidedly  the  general  practice  is  to  charge  interest 
on  borrowed  capital  only.  That  on  capital  invested 
has  been  added  by  the  Bureau,  and  since  the  sum  of 
both  is  deducted  from  the  total  net  profit  to  secure 
the  final  net  profit,  it  is  not  treated  as  an  expense.  (See 
Publications  10  and  10a.) 

The  interest  figures  thus  made  up  have  ranged 
from  1.0%  to  7.9%  but  have  centered  around  2.5% 
and  concentrated  between  2.0%  and  2.5%  of  the  net 
sales. 

Number  of  Stock-Turns 

This  perhaps  most  important  item  of  all  —  number 
of  stock-turns  —  has  a  range  so  far  in  our  data  of  from 
1.0  to  3.6  times.  It  seems  to  center  about  1.8  and  a 
sufficient  number  have  stock- turns  of  2.5  to  warrant 
accepting  that  as  a  realizable  standard.  That  is,  a  shoe 
store  has  been  encountered  whose  stock  turned  over 
no  more   than  once  in   a  year,  and  another  whose 
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stock  turned  as  many  as  3.6  times.  The  majority, 
however,  turned  their  stock  more  than  1.8  times,  but 
less  than  2.0  times. 

The  Bureau's  measure  of  stock-turns  is  obtained  by 
dividing  the  average  inventory  into  the  cost  of  goods 
sold,  not  into  the  sales.  Usually  not  more  than  three 
inventories  are  obtainable  in  a  year  for  an  average,  and 
sometimes  not  more  than  two.  These  inventories  are 
taken  at  low  stock  periods  and  therefore  probably  do 
not  represent  a  real  average  stock  but  rather  an  under 
figure,  and  therefore  the  real  number  of  stock -turns  is 
without  much  doubt  somewhat  less. 

This  being  a  general  fact,  however,  it  does  not  affect 
the  value  of  the  stock-turn  figures  for  purposes  of 
comparison. 

With  a  great  quantity  of  data  collected  the  Bureau 
expects  to  be  able  to  differentiate  further  the  stock- 
turns  according  to  the  kind  of  merchandise.  For 
example,  it  appears  at  present  that  stocks  of  men's 
shoes  turn  about  twice  as  fast  as  those  of  women's 
shoes.  The  figures  as  given  above,  however,  are  for 
stocks  as  a  whole. 

It  is  probably  scarcely  necessary  to  call  attention  to 
the  public  importance  of  this  item  of  stock- turn.  Imag- 
ine in  the  roughest  kind  of  a  way  the  millions  of 
capital  that  could  be  released  from  investment  in  mer- 
chandise should  the  retailer  increase  his  stock-turns  but 
once.  The  bearing  of  this,  furthermore,  upon  the  de- 
mand for  higher  profit  per  pair,  now  rather  prevalent, 
may  also  be  seen.  More  stock-turns  mean  an 
increase  in  net  profit  without  any  raising  of  the  price 
per  pair. 

Annual  Sales  of  Average  Salesperson 

This  figure  has  been  obtained  by  dividing  the  annual 
net  sales  of  a  concern  by  the  average  number  of  regular 
salespeople,  certain  rough  but  fairly  well-tested  equiv- 
alents being  adopted  for  the  extra  salespersons. 

The  averages  encountered  to  date  range  from  sales 
of  $5,000  per  salesperson  per  year  to  $16,500,  centering 
about  $10,000.  It  should  be  remembered  that  our 
data  is  still  preponderantly  from  the  large  cities  and  very 
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likely  raises  this  central  average.  In  the  cities  under 
50,000  and  in  rural  communities  it  is  expected  to  run 
considerably  less. 

The  number  of  salespersons  should  form  one  of  the 
first  rough  tests  of  the  efficiency  of  a  retail  shoe  concern, 
and  in  the  large  cities  the  above  figure  of  $10,000 
annual  sales  per  average  salesperson  will  be  found 
not  far  wrong,  with  possibly  a  reduction  to  $8,000  for 
suburban  stores.  Again  may  be  noted  the  same  varia- 
tions in  speed  of  marketing  mentioned  under  stock- 
turns.  For  example,  the  salesperson  of  men's  shoes  can 
attain  a  higher  average  than  the  salesperson  of  women's 
shoes.  The  figures  as  given,  however,  are  for  stocks  as 
a  whole. 

It  should  further  be  remembered  that  the  extremes 
above  given  are  in  themselves  averages  and  not 
the  record  of  any  individual  salesperson.  Certain 
individual  sales  records  of  $30,000  and  above  have  been 
encountered,  but  no  averages  approaching  that. 

Where  rents  are  high  absolutely,  that  is  per  square 
foot,  the  salesperson's  average  also  rises,  as  would  be 
expected,  indicating  the  advantageous  site  in  a  dense 
traffic  zone.  For  example,  the  high  average  of  $16,500 
above  was  reached  on  one  of  the  following  great  busi- 
ness thoroughfares,  Broadway,  New  York;  Chestnut 
Street,  Philadelphia;  and  State  Street,  Chicago.  But 
the  increased  volume  of  sales  does  not  seem  to  keep  the 
rent  expense  from  ranging  from  8%  to  12%  in  some 
of  these  cases. 

The  table  on  the  following  page  summarizes  the 
preceding  specific  information. 
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The  following  table  condenses  the  essential  facts  of  the  fore- 
going paragraphs: 

SxjMMARY  Table  of  Percentages 


Item 

Lowest 

per- 
centage 

Highest 
percentage 

Percentage  about 

which  data  centre 

(not  an  average) 

Percentage  about 
which  a  concentrar 
tion  is  sufficient  to 
indicate  a  realiz- 
able standard 

Gross  profit,  including 
discounts 

20 

18 

0.8 
5.0 
0.0 
0.0 
1.8 
1.0 

42 

35 

1.8 
10.3 

8.8 

1.4 
14.6 

7.9 

Low  grade    23-25 
High  grade  30-33 

Low  grade   23 
High  grade  27 

1.1 

8.0 

2.0 

0.6 

5.0 

2.5 

Total  operating  expense 
not  including  freight 
and  cartage  and  in- 
terest   

Low  grade    20 

Buying  expense    

Salesf  orce 

High  grade  25 
1.0 
7.0 

Advertising 

1.5 

Deliveries    

0.4 

Rent 

3.0 

Interest   

2.0 

Stock-turns 

1.0 

$5,000 

3.6 

$16,500 

%- 

1.8 

$10,000 

^^ 

2.5 

Annual  sales  of  average 
salesperson    
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Preliminary  Character  of  this  Bulletin 

Although  the  figures  given  above  have  probably  a 
broader  and  more  scientific  basis  than  any  figures  yet 
presented  on  this  subject,  nevertheless  the  Bureau  re- 
gards them  as  being  of  a  nature  distinctly  tentative. 

They  represent  a  part  only  of  data  already  collected 
—  certain  selected  items  to  give  a  specific,  concrete  idea 
of  our  work.  Interesting  and  important  items  such 
as  depreciation  or  stock-keeping  and  others  have  not 
been  touched  upon  at  all.  Furthermore,  from  such 
department  store  and  chain  store  figures  as  we  have 
already  collected,  some  interesting  generalizations  seem 
to  be  emerging. 

In  the  ranges  given  above  we  have  simply  indicated 
apparent  tendencies,  variations  and  disparities,  with 
no  attempt  to  explain  them  or  to  suggest  methods. 

In  subsequent  bulletins,  with  the  further  accumula- 
tion of  data,  it  will  be  the  task  of  the  Bureau  to  give 
less  casual  and  more  complete  and  basic  figures;  for 
example,  the  experience  by  percentages  of  stores 
handling  approximately  the  same  grade  of  goods  in 
communities  of  approximately  the  same  population 
and  not  only  by  ranges  but  by  averages. 

It  will  be  possible,  for  example,  to  make  up  a  tabu- 
lated sheet  as  shown  on  page  16. 

In  addition  to  these,  subsequent  and  more  nearly 
complete  percentage  tables,  bulletins  containing  special 
information,  are  proposed,  ^^otable  methods  which 
have  contributed  to  exceptionally  low  costs  or  methods 
which  accompany  unduly  high  costs  may  be  studied 
to  advantage. 

This  work  of  collecting  and  disseminating  informa- 
tion is  now  well  established.  With  the  further  exten- 
sion of  cooperation  between  the  dealers  and  the  Bureau 
such  a  basis  of  well  tested  facts  may  be  acquired  that 
valid  conclusions  of  great  practical  and  theoretical 
importance  may  be  drawn.  Since  we  are  primarily 
interested  in  the  science  of  business  this  work  is  of 
the  greatest  value  to  us,  but  it  is  equally  clear  that  a 
wide  adoption  of  the  uniform  accounting  system,  and 
cordial  cooperation  with  the  Bureau  will  be  of  benefit 
to  the  individual  cooperating  dealer. 


Pre- 
liminary 
and 
incom- 
plete 
character 
of  this 
bulletin 


Compared 
with 

subsequent 
bulletins 


And  the 
advantage 
of  cooperat- 
ing, to  the 
Bureau 
and  to  the 
dealer 


16 


Illustrative  Bulletin  Sheet 
Medium  grade  $3.00-$6.00  —  Cities  of  100,000  H Year  1913 


Item  —  percentage  of  to  net 
sales  — latter  =  100% 

Average 
of  aU 
stores 

Majority 
of  stores 

Store  of 

highest 

operating 

expense 

Store  of 

lowest 

operating 

expense 

Average 
of  most 
eflBcient 
5  or  10 
stores 

Average  stock 

Depreciation 

Net  cost  of  goods  sold 

Discounts 

Gross  profit 

Buying  expense 

Salesforce 

Extra  selling 

Advertising 

Delivery  expense 

Rent 

Heat,  light  and  power 

Repairs  and  renewals 

Depreciation  of  equipment 

Insurance 

Taxes 

Management  and  office  sal- 
aries 

Office  supplies  and  expense 

Losses  bad  debts 

Total  operating  expense 

Interest  on  capital  borrowed 
and  owned 

Final  net  profit 

' 

Stock-turns 

Annual    sales    of    average 
salesperson 

Such  a  B'lilletin  will  be  sent  to  those  dealers  cooperating^'with 
the  Bureau  in  this  work,  and  since  they  are  using  the  (same 
standardized  system  of  accounts  they  will  know  that  their  own 
accounts  are  fully  comparable  and  may  check  them  down,  item  by 
item,  to  find  where  attention  should  be  given. 


Any  shoe  dealer  who  has  not  already  obtained  Publication  10a  and  the  rest  of  the 
Harvard  System  of  Accounts  for  Shoe  Retailers  may  do  so  by  writing  to  S.  O.  Martin,  Direc- 
tor of  the  Bureau  of  Business  Research,  Harvard  University,  Cambridge,  Mass. 


RETURN  TO  the  circulation  desk  of  any 
University  of  California  Library 

or  to  the 

NORTHERN  REGIONAL  LIBRARY  FACILITY 
BIdg.  400,  Richmond  Field  Station 
University  of  California 
Richmond,  CA  94804-4698 

ALL  BOOKS  MAY  BE  RECALLED  AFTER  7  DAYS 

•  2-month  loans  may  be  renewed  by  calling 
(510)642-6753 

•  1-year  loans  may  be  recharged  by  bringing 
books  to  NRLF 

•  Renewals  and  recharges  may  be  made 
4  days  prior  to  due  date 
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